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GLOBAL RATINGS

‘CareEdge BBB+/Stable’ rating assigned to
medium-term notes of Canara Bank

USD 3 billion medium-term notes” CareEdge BBB+/Stable

~ The notes issued under the programme are expected to be senior and rank pari passu with the issuer’s other senior debt obligations. The facility-
specific rating would be evaluated based on the instrument features once these are finalised closer to the issuance.

CareEdge Global Ratings has assigned a ‘CareEdge BBB+/Stable’ to Canara Bank’s USD 3
billion medium-term notes (MTN) programme.

Rating rationale

The rating assigned to Canara Bank factors in the benefits arising from its majority ownership
by the Government of India (Gol; rated CareEdge BBB+/Stable ‘Unsolicited”), which holds a
62.9% stake in the bank as of June 30, 2026. The bank’s systemic importance as one of
India’s leading public sector banks (PSBs) with sizeable market share in domestic banking,
high socio-political relevance, contagion risk, and strong public perception underscores the
likelihood of strong, extraordinary sovereign support whenever required. The demonstrated
history of capital infusion by the Gol into PSBs, along with Canara Bank’s role in financial
inclusion, results in its credit profile being equated to that of the sovereign.

The Gol has demonstrated strong and sustained support for PSBs through the Indradhanush
framework, recapitalisation programmes and budgetary allocations, with total capital infusions
amounting to Rs 3 trillion. During FY16-FY20, the Gol infused a cumulative equity capital of
over ~Rs 214 billion into Canara Bank and Syndicate Bank, which was amalgamated with
Canara Bank in 2020. Further, the Gol's majority stake, coupled with substantial board-level
representation alongside the Reserve Bank of India (RBI), provides a high degree of oversight
and control, thereby promoting institutional stability.

Canara Bank’s core credit profile derives strength from its established domestic franchise,
strong market position, diversified loan portfolio, comfortable capitalisation, and adequate
liquidity and funding. Its extensive network in India especially in southern region and large
customer base support a granular and increasingly retail-oriented portfolio. The amalgamation
of Syndicate Bank in 2020 further strengthened the bank’s scale, distribution reach and
business franchise, while healthy capital buffers provide adequate headroom for future
growth. The bank has witnessed a sustained improvement in asset quality, reflected in lower
slippages, healthy recoveries, and adequate provisioning coverage. These strengths are
tempered by moderate earnings, a current account savings account (CASA) ratio that remains
lower than that of certain large peers, and residual credit risks arising from its exposure to
the MSME and agriculture segments.
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Outlook

The stable outlook for Canara Bank, in line with the Indian sovereign, reflects CareEdge
Global’s expectation of continued support from the Gol and the bank’s strategic importance
within the PSB framework. The rating outlook on Canara Bank will move in tandem with our
outlook on India’s sovereign rating.

Rating sensitivities
Upward factors
e Any upward revision in the sovereign rating or outlook of India by CareEdge Global

Downward factors

e Any downward revision in the sovereign rating or outlook of India by CareEdge Global

e Material dilution in support philosophy of the GoIl or a significant decrease in its
shareholding below the majority mark

¢ Significant deterioration in its capitalisation profile or asset quality on a sustained basis,
indicating a weakening of systemic importance

Analytical approach

CareEdge Global has evaluated Canara Bank’s business and financial risk profile on a
consolidated basis, including its subsidiaries and associates, considering the business and
financial linkages as well as the shared brand. CareEdge Global has equated Canara Bank'’s
rating with the Gol's rating, using its criteria for rating government-related entities (GRE).

Key rating drivers
Strengths

Systemic importance and Gol ownership support assessment

As one of India’s leading PSBs, Canara Bank plays a critical role in promoting financial inclusion
and providing banking access to a broad customer base, including rural and semi-urban
populations, through its extensive network of over 10,000 branches. As part of the PSB
ecosystem, which accounts for nearly 55% of the country's banking assets, Canara Bank
supports the Gol’'s policy objectives by facilitating credit flow to priority sectors such as
agriculture, MSMEs, and infrastructure. PSBs also serve as important stabilising institutions
during economic downturns through countercyclical lending, contributing significantly to the
country's financial and economic stability.

Over the past decade, the Gol has undertaken several measures to strengthen PSBs, including
recapitalisation support exceeding Rs 3 trillion during FY16-21, consolidation of 27 PSBs into
12 entities, and various governance and risk management reforms. Given the importance of
PSBs within the financial system, their performance has a direct bearing on investor confidence
and perceptions of financial sector stability. Consequently, the Gol has a strong incentive to
provide timely support to these institutions when required. Furthermore, both the Gol and the
RBI have historically demonstrated support for PSBs as well as private sector scheduled
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commercial banks (SCBs), with no instance of an SCB defaulting on obligations to depositors
or lenders in India.

Canara Bank'’s majority government ownership reflects strong sovereign linkage and underpins
the expectation of continued support under normal as well as stressed conditions. Distress at
a PSB could have broader systemic repercussions, including adverse effects on market
confidence and contagion risks across the financial system. Given Canara Bank’s importance
in the banking sector and the demonstrated willingness of the sovereign to support
systemically important financial institutions, a strong expectation of sovereign support is
factored into the credit assessment. Accordingly, the bank's rating incorporates a two-notch
uplift for sovereign support.

Strong market position in the domestic banking sector with a diversified portfolio
Sizeable operations, a track record of ~120 years, and extensive reach have established
Canara Bank's strong position among domestic PSBs. As of March 31, 2026, the bank
accounted for over 5% of the Indian banking system’s advances and deposits. Its significant
scale is evidenced by consolidated total assets of approximately Rs 18.9 trillion as of March
31, 2026.

The bank benefits from a well-diversified distribution network across domestic and overseas
markets, comprising over 10,000 branches and around 11,000 ATMs, supported by overseas
operations through branches in New York, London, Dubai, and GIFT City. Its franchise
strength and geographical reach were enhanced following the amalgamation of Syndicate
Bank with Canara Bank effective April 1, 2020.

The loan portfolio is well diversified across RAM (retail, agriculture and MSME), and corporate
segments. The bank has increasingly focused on the RAM segments, which constituted
approximately 59% of domestic advances as of June 2026, supporting greater portfolio
granularity and business diversification.

Comfortable capitalisation supported by strong internal accruals

Canara Bank’s capitalisation profile is comfortable, with adequate cushion over the minimum
regulatory requirements, supported by strong internal accruals over the past few years. As of
March 31, 2026, the bank reported a capital adequacy ratio (CAR) of 17.0% (PY: 16.3%) and
core equity tier 1 (CET-I) ratio of 12.8% (PY: 12.0%), both comfortably above the regulatory
thresholds of 11.5% and 8.0%, respectively. Canara Bank intends to maintain at least 14%
CAR on a steady state basis.

The bank’s capital buffers, along with improving profitability, provide sufficient headroom to
support business growth (estimated credit growth of 11-12%), while absorbing potential asset
quality stress. Additionally, capitalisation has historically been supported by periodic equity
infusions by the Gol under its recapitalisation programmes for PSBs. Capitalisation has also
been supported by strategic monetisation of investments. In FY26, the bank divested part of
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its holdings in Canara Robeco Asset Management Company and Canara HSBC Life Insurance
Company Limited, reducing its shareholding to 38.0% and 36.5%, respectively.

CareEdge Global notes that while the Indian banking sector is transitioning towards the
Expected Credit Loss (ECL) framework effective April 01, 2027, Canara Bank is well positioned
to absorb the estimated impact while maintaining capitalisation above its internal and
regulatory thresholds.

Weaknesses
Improving yet moderate asset quality profile

The bank has demonstrated a sustained and broad-based improvement in its asset quality
over the past five years. As of March 31, 2026, its gross non-performing asset (GNPA) and
net non-performing asset (NNPA) ratios declined to 1.8% and 0.4%, respectively, from 7.5%
and 2.7% as of March 31, 2022. This improvement was supported by contained fresh
slippages, healthy recoveries and upgrades, and sizeable write-offs. The fresh slippage ratio
has stayed below 1% in recent years, reflecting strengthened underwriting standards, tighter
risk management practices, and a supportive operating environment. Over the past five years,
the bank undertook cumulative write-offs of more than Rs 600 billion, while also recording
recoveries of approximately Rs 480 billion. Although write-offs contributed meaningfully to the
reduction in headline GNPA levels, the scale of recoveries indicates sustained resolution
efforts.

The quality of the corporate loan portfolio has also strengthened steadily, with approximately
85% of corporate exposure rated ‘A’ and above as of March 2026, compared with 77% as of
March 2022. An improvement in the corporate portfolio mix, together with low incremental
slippages, supports the bank’s credit risk profile.

Nevertheless, asset quality is exposed to vulnerabilities in certain segments, particularly micro,
MSMEs and agriculture, which reported GNPA ratios of approximately 4.6% and 2.3%,
respectively, as of March 2026. Borrower resilience in these segments is sensitive to the
domestic operating environment, including economic growth, inflationary pressures, interest-
rate movements, and monsoon variability. Asset quality could also face pressure from external
factors such as geopolitical developments and elevated leverage among certain borrowers.
Accordingly, the bank’s ability to contain incremental slippages and manage credit risks in
these segments while pursuing business growth will remain a key monitorable.

Moderate but resilient earnings profile!

Canara Bank’s earnings profile is moderate but broadly comparable with large PSB peers. Its
return on assets (RoA) remained stable at 1.08% in FY26, supported by steady business
growth, higher non-interest income and lower credit costs, despite pressure on core spreads.
Profitability is constrained by the bank’s relatively modest CASA ratio of around 30% and its

L All profitability ratios are computed based on average total assets
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greater reliance on term deposits. Consequently, the cost of funds remained comparatively
high, while the faster repricing of advances relative to deposits led to a moderation in net
interest margin (NIM) to around 2.1% in FY26. Nevertheless, the decline in credit costs to
around 0.5% of average total assets in FY26 from 1.2% in FY22, supported by lower slippages
and healthy recoveries, largely offset the pressure on margins. Operating expenses also
remained stable at around 1.8% of average total assets.

The bank’s profitability is expected to be broadly stable, supported by its improving asset
quality, manageable credit costs, and comfortable provisioning coverage. Its focus on
increasing CASA and retail deposits, replacing high-cost bulk deposits and mobilising FCNR(B)
deposits should support funding diversification and margin stability over the medium term.

Liquidity

Canara Bank maintains an adequate liquidity profile, supported by its large retail deposit
franchise, diversified funding base, and sizeable stock of high-quality liquid assets. The
liquidity coverage ratio was approximately 115% as of June 2026, comfortably above
regulatory requirements. Liquidity is reinforced by the bank’s ability to tap systemic funding
avenues, including the RBI's liquidity adjustment facility (LAF), marginal standing facility
(MSF), repo against statutory liquidity ratio (SLR) securities, refinance from developmental
institutions such as National Bank for Agriculture and Rural Development (NABARD), National
Housing Bank (NHB) and Small Industries Development Bank of India (SIDBI), as well as the
call money market. Additionally, given its sovereign ownership, the bank benefits from its
ability to raise capital as well as access emergency support from the Gol.

Environmental, social, and governance (ESG) considerations
Canara Bank's ESG profile benefits from well-established environmental, social, and
governance initiatives embedded within its operating framework.

From an environmental perspective, the bank has undertaken several green initiatives,
including installation of solar rooftop systems across 165 owned properties with aggregate
capacity exceeding 4,100 kWp, implementation of rainwater harvesting systems across
feasible premises, gradual replacement of diesel generator sets, deployment of EV charging
infrastructure and financing of renewable energy, rooftop solar, PM-KUSUM and electric
vehicle projects. Based on disclosed data, scope 1 and 2 emissions were approximately 11,273
tCO, and 165,169 tCO,, respectively, in FY26.

From a social perspective, the bank plays a significant role in financial inclusion through
financial literacy centres, rural self-employment training institutes, priority sector financing,
and development programmes. In FY26, the bank conducted over 2,300 awareness
programmes and 662 training programmes, benefiting ~18,000 individuals. The bank also
operates various social trusts and maintains initiatives aimed at employee welfare and women
empowerment.
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Governance standards are strengthened by majority ownership of the Gol, extensive
regulatory oversight, and an experienced board. The bank has implemented a board-approved
ESG policy, green deposit policy and lending framework, publishes annual sustainability
disclosures, maintains dedicated ethics oversight, and has received recognition for adoption
of ESG best practices. These factors collectively support Canara Bank's ESG profile.

About the company
Canara Bank was established in 1906 and nationalised in 1969. Following the amalgamation

with Syndicate Bank effective April 1, 2020, the bank emerged as one of India's leading PSBs.
As of June 30, 2026, the bank had global advances of approximately Rs 12.9 trillion and
deposits of Rs 16.1 trillion. The bank served more than 124 million customers through a
network of over 10,000 branches and around 11,000 ATMs. Its lending portfolio is diversified
across corporate (41%), retail (24%), agriculture (22%), and MSME (13%) segments. The
GolI holds a 62.9% stake in the bank.

Comparison with other banks

Gross advances as of March 31, 2026 (Rs tn)
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Recent updates and financial summary

Canara Bank’s profit after tax rose 2.2% YoY to Rs 48.6 billion in Q1 FY27. As of June 30,
2026, total loan assets were about Rs 12.9 trillion and customer deposits about Rs 16.1 trillion.
GNPA and NNPA ratios improved to 1.6% and 0.4%, respectively. CAR increased to 17.2%.

Key financial metrics (consolidated)

. March 31, March 31,
Particulars 2024 2025
Total assets Rs billion 15,201 17,211 18,779
Total income Rs billion 1,392 1,527 1,531
Profit after tax Rs billion 153 175 179
ROA % 1.1 1.1 1.0

Key financial metrics (standalone)

Particulars March 31, March 31, March 31,
2024 2025 2026
Total assets Rs billion 14,767 16,733 18,738
Profit after tax Rs billion 146 170 192
CAR? % 16.3 16.3 17.0
GNPA? % 4.2 2.9 1.8
NNPA: % 1.3 0.7 0.4
RoA % 1.0 1.1 1.1

2 As per reported financials
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Solicitation status
The rating is solicited. The management has provided information to and held meetings with
the CareEdge Global analytical team for the rating.

Details of the instrument

Date of Coupon Maturity Issue

Instrument i issuance rate (%) date size Rating
Medium-term i i i i usD 3 CareEdge
notes bilion = BBB+/Stable

Rating history

Instrument Type Rating Date
— Long-Term Foreign CareEdge BBB+/ September 23,
Medium-term notes Currency Stable 2026

Criteria applied
CareEdge Global’s Government Related Entity Rating Methodology

CareEdge Global’s Financial Institutions Rating Methodology

CareEdge Global’s Consolidation Methodology

Analytical contacts
Ankit Kedia
ankit.kedia@careedgeglobal.com

Pankaj Chaplot
pankaj.chaplot@careedgeglobal.com

Shriya Chhaparwal
shriva.chhaparwal@careedgeglobal.com

Relationship contact
Aakash Jain
aakash.jain@careedgeglobal.com

Media contact
Mradul Mishra
mradul.mishra@careedge.in
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About Us

CareEdge Global IFSC Limited (CareEdge Global) is a full-service Credit Rating Agency (CRA) with a mission of Empowering
Global Capital Market Participants Through Unrivalled Insights and Expertise. As the first CRA registered and
authorized by the International Financial Services Centres Authority (India), CareEdge Global is uniquely positioned to provide
comprehensive ratings on a global scale. A part of the CareEdge Group, which is a knowledge-based analytical organisation
offering a wide range of services in Credit Ratings, Analytics, Consulting, and Sustainability. Established in 1993, our parent
company, CARE Ratings Limited (CareEdge Ratings), stands as India’s second-largest rating agency.

Disclaimer
This disclaimer applies to each credit rating report and/ or credit rating rationale (‘report') that is provided by CareEdge Global
IFSC Limited ('CareEdge Global').

Ratings from CareEdge Global are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold or sell any securities/ instruments or to make any investment decisions. The report is not a
solicitation of any kind to enter into any deal or transaction with the entity to which the report pertains. Any opinions expressed
here are in good faith, are subject to change without notice, and are only current as of the stated date of their issue. CareEdge
Global assumes no obligation to update its opinions following publication in any form or format although CareEdge Global may
disseminate its opinions and analysis. The rating contained in the report is not a substitute for the skill, judgment and experience
of the investor, user, its management, employees, advisors and/ or clients when making investment or other business decisions.
The recipients of the report should rely on their own judgment and take their own professional advice before acting on the report
in any way. Therefore, the report is not intended to and does not constitute an investment advice. The report should not be the
sole or primary basis for any investment decision. CareEdge Global is not responsible for any errors and states that it has no
financial liability whatsoever to the users of the ratings of CareEdge Global. CareEdge Global does not act as a fiduciary by
providing the rating.

Any unsolicited ratings assigned by CareEdge Global are based on publicly available information as CareEdge Global may or may
not have access to documents / information or participation from management of such issuers. While CareEdge Global has
obtained information from sources it believes to be reliable, CareEdge Global does not perform an audit and undertakes no duty
of due diligence or independent verification of any information it receives and/ or relies on in its reports. CareEdge Global ratings
are subject to a periodic review, which may lead to revision in ratings. CareEdge Global has established policies and procedures
to maintain the confidentiality of certain non-public information received in connection with each analytical process. CareEdge
Global has in place a ratings code of conduct and policies for managing conflict of interest.

Neither CareEdge Global nor its affiliates, third-party providers, as well as their directors, officers, shareholders, employees or
agents guarantee the accuracy, completeness or adequacy of the report, and shall not have any liability for any errors, omissions
or interruptions therein, regardless of the cause, or for the results obtained from the use of any part of the report. CareEdge
Global DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING BUT NOT LIMITED TO ANY WARRANTIES OF
MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event shall any CareEdge Global
or its associated entities or persons be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees or losses (including, without limitation, lost income or lost profits
and opportunity costs) in connection with any use of any part of the report even if advised of the possibility of such damages.

This report does not constitute an offer of services. This report is solely for use in the jurisdiction of IFSCA, GIFT City in
Gandhinagar. Without limiting the generality of the foregoing, nothing in the report is to be construed as CareEdge Global
providing or intending to provide any services in jurisdictions where CareEdge Global does not have the necessary licenses and/
or registration to carry out its business activities referred to above. Access or use of this report does not create a client relationship
between CareEdge Global and the user.

For latest rating information on any instrument of any company rated by CareEdge Global, you may visit our website
www.careedgeglobal.com.

This report should not be reproduced or redistributed to any other person or in any form without prior written consent from
CareEdge Global.

© 2026, CareEdge Global IFSC Limited, a wholly owned subsidiary of CARE Ratings Limited. All Rights Reserved.

This content is being published for the purpose of dissemination of information required as per applicable law and regulations
and CareEdge Global IFSC Limited holds exclusive copyright over the same. Any reproduction, retransmission, modification,
derivative works or use or reference to the contents, in whole, in part or in any form, is prohibited except with prior express
written consent from CareEdge Global IFSC Limited.

CareEdge Global IFSC Limited
501, FlexOne, GIFT SEZ, Block 15, Gandhinagar, Gujarat — 382050, India. Phone: +91-79-6519 0701 | www.careedgeglobal.com
CIN-U66190GJ2024PLC151103
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